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INVESTMENT  REVIEW 

Annual  Performance — It  is  indeed  a  pleasure  to  report  the  Board  of  Investments'  annual  performance  for  the 
fiscal  year  ended  June  30,  1983.  Our  common  stock  pool  (Montcomp)  advanced  59.9%  on  a  time  weighted  total  rate 
of  return  basis.  In  contrast,  the  S&P  500  increased  61.2%  and  the  Dow  Jones  Industrial  Average  gained  58.3%. 
Montana's  six  largest  bond  portfolios  surged  45.8%  in  fiscal  year  1983,  whereas  the  Salomon  and  the  Lehman 
Brothers  Indices  ascended  42.4%  and  39.5%,  respectively. 

Performance  Comparisons 

Annual  Return  Fiscal 

8  Years  Year 

1976-83  1983 


Montana  Common  Stock 

14.4% 

59.9% 

S&P  500 

12.9% 

61.2% 

Dow  Jones  Industrial  Average 

8.9% 

58.3% 

AG  Becker  Median 

N/A 
7  Years 

66.0% 

1977-83 

1983 

Montana  Bond  Portfolios  8.6%  45.8% 

Salomon  Brothers  Index  7.0%  42.4% 

Lehman  Brothers  Index  8.3%  39.5% 

AG  Becker  Median  N/A  29.0% 

Montcomp's  relative  performance  was  slightly  below  the  gain  of  the  AG  Becker  Median  because  of  an  over- 
weighting in  the  energy  and  pharmaceutical  sectors.  Since  the  end  of  June,  the  energy  group  has  risen  nearly  25% 
while  the  market  averages  have  traded  even.  Montana's  bond  performance  is  distinctly  superior  on  a  comparative 
basis.  The  AG  Becker  nationwide  survey  of  investment  managers  reveals  a  median  return  of  29.0%,  and  the  first 
quartile  return  of  33.2%,  versus  45.8%  for  Montana's  portfolios.  Admittedly,  some  of  1983's  unrealized  gains 
recoups  the  negative  unrealized  returns  of  fiscal  years  1980  and  1981 .  However,  the  average  bond  coupon  now  equals 
1 1.29%  compared  with  9.85%  just  two  years  ago.  Bond  swaps  of  $165.5  million  during  1983  enhanced  the  yield  to 
maturity  by  nearly  37  basis  points  (100  B.P.  equals  1%),  and  resulted  in  a  net  gain  of  $1.8  million. 


The  investment  firm  of  Scudder,  Stevens  and  Clark  is  retained  to  calculate  the  performance  data  on  page  20  of 
this  report.  The  annualized  time-weighted  total  rate  of  return  is  the  standard  formula  used  to  measure  relative 
performance.  Income  yield  plus  the  gain  or  minus  the  decline  in  market  value  (often  unrealized),  adjusted  for  cash 
flow  timing,  produces  the  total  return  results.  The  Board  publishes  the  "Supplement"  which  lists  individual  assets  by 
fund  with  market  values  indicated.  The  "Supplement"  should  be  reviewed  along  with  this  "Fiscal  Year  Report". 
Other  useful  measurements  of  return  are  the  income  yield  on  page  40  of  this  report  which  ignores  market  value 
changes,  or  simply  the  growth  in  income  earned  on  page  1 1 . 

Total  investment  income  increased  6.2%  to  $165.4  million  while  total  investments  at  book  value  advanced 
13.0%  to  $1,547.2  million  during  1983. 


TOTAL  INVESTMENT  INCOME 


June  30, 1982 


$154,789,542 


June  30, 1983 


$164,390,784 
Up  6.2%    ■■ 


TOTAL  ASSETS  AT  BOOK  VALUE 


June  30, 1982 
June  30, 1983 


$1,368,737,318 


$1,547,198,879 


Up  13.0% 


This  anomaly  is  explained  by  the  precipitous  decline  in  short-term  interest  rates  combined  with  a  drop  in  short- 
term  invested  balances,  particularly  in  the  Treasurer's  Fund.  Ninety  day  Bankers'  Acceptances  averaged  a  yield  of 
14.3%  in  fiscal  year  1982,  but  averaged  only  9.3%  in  1983.  The  Treasurer's  Fund  average  daily  invested  balance 
declined  $36.3  million  per  day  because  of  the  late  issuance  of  tax  anticipation  notes  and  a  weaker  net  cash  flow 
environment.  Consequently,  the  Treasurer's  Fund  income  declined  33.0%,  or  by  $14.0  million,  to  $28.5  million  in 
1983.  However,  the  Permanent  Coal  Trust  Fund  produced  income  of  $19.6  million  (which  is  disbursed  to  the 
Treasurer's  Fund),  a  48.3%  gain  over  last  year's  income  of  $13.2  million.  Other  funds  invested  in  longer  term  assets 
were  able  to  lock  in  higher  yields  and  produced  income  commensurate  with  asset  growth  (see  pages  6  and  11). 

The  asset  mix  of  all  funds  managed  is  depicted  in  the  following  graph: 


ASSETS 


Common  Stock 


Corporate 
Bonds 


U.S.  Government 
Securities 


Short-Term  Securities 


Montana  Mortgages 
Montana  C.D.'s 


Since  only  retirement  funds  are  permitted  to  invest  in  common  stock,  the  goal  of  significantly  increasing  equity 
assets  is  progressing  slowly.  Common  stocks  at  cost  totalled  $72.2  million  at  year-end,  a  9.3%  increase  over  last  year. 

Montana  mortgage  investments  equal  $82.0  million.  Over  $9.2  million  of  mortgage  loans  were  purchased 
during  the  year  or  approximately  nine  of  ten  offered.  Outstanding  mortgage  loan  commitments  exceeded  $15.5 
million  at  June  30,  1983.  With  a  dollar  weighted  average  yield  of  12.5%,  and  current  yields  at  13.5%,  the  prospects 
are  good  that  most  commitments  will  be  funded. 

Purchases  of  Montana  Certificates  of  Deposits  reached  $83.4  million  during  the  year,  a  2%  rise  over  last  year. 
Year-end  CD.  balances  declined,  however,  to  $30.9  million.  The  success  of  NOW  account  deposits  and  soft  loan 
demand  at  Montana's  financial  institutions  have  lessened  the  demand  over  the  near  term. 

Securities  lending  generated  $353,156  of  income,  or  about  $100,000  less  than  last  year's  earnings.  The  program 
was  cancelled  twice  and  delayed  for  over  four  months  because  of  lending  agreement  concerns.  A  new  agreement  has 
been  written  to  our  satisfaction  and  income  should  begin  to  rise  to  the  $40,000  per  month  level. 

Operations — Dollar  volume  declined  nearly  20%  to  $19.2  billion  during  fiscal  1983.  The  decline  in  short-term 
interest  rates  induced  the  investment  in  longer  term  maturities  to  lock-in  yields  wherever  possible  (see  page  9).  Short- 
term  dollar  volume  dropped  21.6%  while  long-term  volume  advanced  58.2% .  The  number  of  transactions  increased 
15.7%  overall. 

A  contract  with  Boeing  Computer  Services  has  been  signed  to  implement  a  customized  computer  software 
program.  Over  eighteen  months  have  been  spent  surveying  options  and  screening  applicants.  The  new  software  will 
consolidate  four  different  antiquated  programs  and  should  enhance  productivity  and  our  ability  to  simply  cope  with 
burgeoning  transaction  volume.  The  work  now  begins. 

Actual  operating  expenses  for  the  year  declined  slightly  compared  to  assets  managed,  dropping  to  only  .043 
percent  (.000435  times  assets)  versus  .045  percent  last  year. 

Report  to  the  Legislature — The  1979  Legislature  requested  an  annual  report  on  Board  purchases  of  Small 
Business  Administration  (SBA)  and  Farmers'  Home  Administration  (FmHA)  loans.  The  Board  purchased  4  SBA 
loans  with  a  face  value  of  $681,644.  Insured  portion  of  loans  are  purchased  at  par  or  lower  and  are  priced  off  the 
U.S.  Treasury  and  GNMA  yield  curves. 


Outlook  for  Fiscal  1984 — The  economic  recovery  has  been  much  stronger  and  the  reduction  of  inflation  more 
successful  than  most  economists  forecasted  one  year  ago.  Currently,  there  is  a  growing  divergence  of  opinions  on 
whether  GNP  growth  is  too  strong  to  be  sustainable  since  demand  for  funds  will  soon  drive  interest  rates  to  crippling 
levels  once  again.  Interest  rates  have  already  climbed  200  basis  points  since  the  lows  in  May.  It  appears  the  status  quo 
will  be  maintained  by  the  Federal  Reserve  Bank  to  moderate  economic  activity  for  the  next  several  months  or  so. 
Then  perhaps  a  gradual  easing  in  Fed  policy  will  brighten  the  interest  rate  outlook  in  timely  fashion  for  the  elections. 
The  horrendous  deficit  situation  will  not  be  addressed  until  after  the  elections,  and  of  course,  any  enduring  recovery 
must  require  at  least  some  fiscal  policy  adjustments  to  help  the  Fed  contain  inflation. 

Our  investment  strategy  is  to  realize  some  of  the  bond  portfolio  profits  by  swapping  high  coupon  premium 
bonds  for  others  with  better  call  protection  or  accelerating  cash  flow  characteristics.  U.S.  Treasury  securities  with  7 
to  10  year  maturities  are  attractive  sources  for  new  cash  investment.  Common  stock  purchases  are  concentrated  in 
out-of- favor  sectors  with  superior  balance  sheets  and  excellent  cash  flow  generation. 

Board  Changes — John  A.  Hauf,  Billings,  served  eight  years  on  the  Board  of  Investments.  John  is  one  of  our 
strongest  supporters  and  we  are  appreciative  of  his  wise  consul  and  continued  friendship.  Eldon  E.  Kuhns,  Billings, 
was  appointed  January  1,  1983,  to  replace  John  Hauf.  We  welcome  Eldon  and  value  his  financial  expertise.  We  are 
thankful  Joseph  B.  Reber,  Helena,  was  reappointed  Chairman  in  January  to  guide  the  Board  through  the  "Build 
Montana"  era. 

Respectfully  submitted, 


Howeth 
Investment  Officer 


9^4fc^iv^-^^ 


Rodney  G/\You» 

Assistant  Investment Of f icer 


September  17,  1983 


Public  Employees'  Retirement  System  Fund 

Teachers'  Retirement  System  Fund 

Treasurer's  Fund 

Permanent  Coal  Trust  Fund 

Trust  &  Legacy  Fund 

Other  Funds  □ 

Workers'  Compensation  Fund 

Educational  Trust  Fund 

Other  Retirement  Funds  □ 

Resource  Indemnity  Fund 

Long  Range  Building  Funds  D 

Common  School  Interest  &  Income  Fund 

Various  University  Funds  □ 

Long  Range  Building  Sinking  Funds  D 

Other  STIP  □ 

TOTAL 


%OF 

TOTAL 

AMOUNT* 

22.7 
22.0 

$  353,196,780 
304,287,530 

17.1 
16.9 

265,292,807 
233,154,607 

14.8 
20.7 

229,286,439 
285,841,131 

10.2 
8.5 

158,579,175 
117,145,797 

9.6 
9.6 

149,584,613 
133,206,887 

7.6 
3.9 

118,650,847 
53,439,952 

4.3 
4.5 

66,037,989 
61,842,498 

3.3 
3.1 

50,843,492 
43,576,226 

3.2 
2.9 

48,965,802 
39,941,106 

2.3 
2.0 

35,648,853 
27,956,374 

1.9 

2.8 

29,838,678 
39,185,926 

1.2 
1.2 

19,028,081 
16,670,085 

0.9 
0.9 

13,674,219 
13,019,354 

0.6 
0.6 

9,408,908 
8,915,391 

0.3 
0.4 

5,196,960 
5,211,405 

100.0 
100.0 

$1,553,233,643 
$1,383,394,269 
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SOURCE  OF  INVESTMENTS 


FISCAL  82/83 
FISCAL  81/82 


*  Stated  at  Amortized  Cost— See  footnote  p.  41 
□  See  Schedule  A 


FLOW  OF  FUNDS 


INFLOW 


Investment  Income 
General  Taxes 
Coal  Tax 
Federal  Funds 
PERS 


Teachers'  Retirement 

Social  Security  Contributions 

Cities  and  Counties 

Other 


Total  Investments  6/30/82 
$1,368.7  million 


BOARD 

OF 

INVESTMENTS 


OUTFLOW 


Teachers'  Retirement 
Trust  Funds     


Other    

Surplus  Treasury  Cash 
STIP    


> 


Daily  Expenses 


INVESTMENT  TYPE 

Corporate  Bonds 
Goverment  Bonds 
Common  Stocks 
Montana  Mortgages 

Montana  C.D.'s 
Bankers'  Acceptances 
Commercial  Paper 


J 


Investment 
Income 


Total  Investments  6/30/83 
$1,547.2  million 


TOTAL  INVESTMENTS  AT  BOOK  VALUE 


June  30, 1982 
June  30, 1983 


$1,368,737,318 


$1,547,198,879 


Up  13.0% 


18%    — 


17%    — 


INTEREST  RATES 


16% 


15%    — 


14% 


13% 


12% 


11% 


10% 


9%    — 


8%    _ 


7% 


Prime  90-Day  Bankers'  Acceptances 
Prime  4-6  Month  Commercial  Paper 
AAA  Corporate  Bonds 


•   •  •    •  •  U.S.  Treasury  Bonds 


V 
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June    July      Aug.     Sept.       Oct.     Nov.     Dec.       Jan.      Feb.     March     April     May      June      July     Aug.      Sept.      Oct.      Nov.      Dec.     Jan.        Feb.     March    April       May 
1980  1981  1982  1983 


Source:     U.S.  Dent,  of  Commerce.  Survey  of  Current  Business. 


SUMMARY  OF  SECURITY  TRANSACTIONS 
FISCAL  YEAR  1982-1983 

SHORT-TERM                                                                        PAR  VALUE  COST/PROCEEDS 
Purchases: 

Bankers' Acceptances  $    1,366,871,211  $     1,354,718,006 

Certificates  of  Deposit                                                                     83,350,000  83,350,000 

Commercial  Paper                                                                           10,000,000  9,946,476 

Government  Securities                                                                   150,210,000  141,136,009 

Repurchase  Agreements                                                            16,787,990,000  16,787,990,000 

Total  $  18,398,421,211  $    18,377,140,491 

Sales: 

Short-Term  $         77,120,000  $          68,444,694 

TOTAL  SHORT-TERM  TRANSACTIONS  $  18,475,541,211  $    1 8,445,585, 1"85 


LONG-TERM 
Purchases: 

Common  Stock-Shares  546,413  $                        0  $          11,835,579 

Corporate  Bonds                                                                            323,542,609  302,072,922 

Government  Securities                                                                    183,417,692  180,511,903 

Mortgages                                                                                          9,229,582  9,208,832 

Total  $       516,189,883  $        503,629,236 

Sales: 

Common  Stock-Shares  279,157  $  $          10,100,485 

Corporate  Bonds                                                                            187,887,000  182,265,649 

Government  Securities                                                                     86,670,000  94,639,547 

Total  $       274,557,000  $        287,005,681 

TOTAL  LONG-TERM  TRANSACTIONS  $       790,746,"g8T  $        790,634,917 

TOTAL  TRANSACTIONS  $  19,266,288,094  $   19,236,220,102 


TOTAL  NUMBER  OF  TRANSACTIONS      4,309 


Corporate  Bonds 

U.S.  Government  Securities 

Bankers'  Acceptances 

Montana  Mortgages 

Canadian  Obligations 

Common  Stock 

Montana  Certificates  of  Deposit 

Other  □ 

TOTAL 


%OF 

TOTAL 

AMOUNT* 

53.0 

51.4 

$  819,757,926 
703,662,780 

23.3 
22.3 

360,919,335 
305,405,647 

5.9 
7.0 

90,814,524 
95,235,298 

5.3 
5.9 

82,049,380 
81,203,633 

5.7 
5.4 

88,395,998 

74,545,030 

4.7 
4.9 

72,204,460 
67,337,646 

2.0 
2.9 

30,900,000 
39,000,000 

0.1 
0.2 

2,157,256 
2,347,284 

100.0 
100.0 

$1,547,198,875 
$1,368,737,31? 

TYPE  OF  INVESTMENTS 


FISCAL  82/83 
FISCAL  81/82 


*  Stated  at  Amortized  Cost— See  footnote  p.  41 
D  See  Schedule  B 
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Public  Employees'  Retirement  System  Fund 

Treasurer's  Fund 

Teachers'  Retirement  System  Fund 

Permanent  Coal  Trust  Fund 

Trust  &  Legacy  Fund 

Workers'  Compensation  Fund 

Educational  Trust  Fund 

Other  Retirement  Funds 

Long  Range  Building  Funds 

Resource  Indemnity  Fund 

Other  STIP 

Other  Funds 

Common  School  Interest  &  Income  Fund 

Various  University  Funds 

Long  Range  Building  Sinking  Funds 

TOTAL 

*   Modified  Income  plus  Accrued  Income 


%OF 
CHANGE 
FOR  THE 
CURRENT 

YEAR 

AMOUNT* 

21.3 

$     34,958,940 
28,815,109 

(  33.0  ) 

28,477,046 
42,501,636 

18.7 

25,772,023 
21,717,577 

48.3 

19,626,992 
13,233,786 

21.0 

16,136,589 

13,334,761 

11.2 

6,708,922 
6,033,708 

36.7 

6,353,630 
4,649,063 

27.8 

5,161,293 
4,039,585 

13.5 

5,062,435 
4,461,506 

58.0 

4,021,028 
2,544,162 

(27.3    ) 

3,695,134 
5,081,003 

49.7 

2,907,261 
1,942,091 

(35.9    ) 

2,724,352 
4,251,653 

(  5.9    ) 

1,651,569 
1,755,929 

164.9 

1,133,570 

427,973 

6.2 

$  164,390,784 
$  154,789,542 

F 


TOTAL  INVESTMENT  INCOME1 


FISCAL  82/83 
FISCAL  81/82 


ll 


TREASURERS'  FUND 

For  fiscal  1983,  investment  income  declined  33.0%  or  by  over  $14  million  to  $28.5  million.  A  combination  of 
lower  invested  balances  and  a  precipitous  decline  in  short-term  interest  rates  reduced  the  income  flow.  Invested 
balances  averaged  $36.3  million  less  per  day  in  fiscal  1 983 ,  largely  because  tax  anticipation  notes  of  $47  million  were 
issued  104  days  later  than  the  previous  year.  The  year-end  investment  balances  differ  by  $56.5  million  as  the  table 
below  indicates,  a  reversal  of  19.8%. 

The  investment  income  yield  calculated  by  dividing  net  yearly  income  by  the  average  daily  invested  balance, 
equalled  10.27%  in  1983  versus  a  yield  of  13.57%  last  year.  Surplus  treasury  funds  must  be  invested  in  short-term 
securities  for  liquidity  purposes  to  meet  seasonal  cash  flow  requirements. 

Approximately  $190  million  has  been  earned  over  the  past  twelve  years. 


ANALYSIS  OF  INVESTMENTS 


Type: 

Bankers'  Acceptances 
Short  Term  Investment  Pool 
U.S.  Government  Securities 

Fiscal 
Cost 

$  41,292,071 
136,405,291 
108,143,769 

$     285,841,131 

81/82 

% 

14.5 

47.7 
37.8 

Fiscal 
Cost 

$       22,504,749 

133,412,393 

73,369,297 

$     229,286,439 

82/83 

% 

9.8 

58.2 

32.0 

100.0 

% 

Change 

(45.5) 
(  2.2) 
(32.2) 

TOTAL  INVESTMENTS 

100.0 

(19.8)% 
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SHORT-TERM  INVESTMENT  POOL 

An  income  yield  of  1 1 .27%  was  earned  by  STIP  participants  on  average  during  fiscal  1983.  Last  year's  yield  was 
13.78%,  and  the  year  before  last  was  11.95%. 

The  average  maturity  is  slightly  less  than  3  years  although  a  goal  closer  to  one  year  remains  in  place. 

There  were  67  STIP  participants  during  fiscal  1983,  including  5  university  units,  17  local  governments,  and  45 
state  accounts. 


ANALYSIS  OF  INVESTMENTS 


Fiscal 

81/82 

Fiscal 

82/83 

% 

Type: 

Cost 

% 

Cost 

% 

Change 

Bankers'  Acceptances 

$       40,072,580 

17.9 

$       33,221,814 

13.9 

(17.1) 

Canadian  Obligations 

10,186,360 

4.5 

10,567,900 

4.4 

3.7 

Corporate  Obligations 

59,471,992 

26.6 

62,077,104 

26.0 

4.4 

Montana  Certificates  of  Deposit 

39,000,000 

17.4 

30,600,000 

12.8 

(21.5) 

U.S.  Government  Securities 

75,296,061 

33.6 

102,363,785 

42.9 

35.9 

TOTAL  INVESTMENTS 

$     224,026,993 

100.0 

$     238,830,603 

100.0 

6.6  % 
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PUBLIC  EMPLOYEES'  RETIREMENT  SYSTEM  FUND 

Investment  income  advanced  21.3%  to  nearly  $35  million  during  1983,  while  the  asset  base  gained  16.1%  at 
cost.  The  income  yield  improved  to  11.23%  compared  with  10.55%  in  fiscal  1982. 

On  a  time  weighted  total  rate  of  return  basis,  PERS'  bond  portfolio  soared  48.3%  in  1983  compared  to  A.G. 
Becker's  1st  Quartile  return  of  33.2%  (see  page  20).  The  common  stock  pool  increased  59.9%  in  1983,  and  PERS' 
return  on  its  invested  portion  approximates  this  return  although  it  would  vary  depending  upon  the  timing  of  new 
cash  invested. 


ANALYSIS  OF  INVESTMENTS 


Fiscal 

81/82 

Type: 

Cost 

% 

Bankers'  Acceptances 

$         3,473,708 

1.1 

Canadian  Obligations 

17,295,959 

5.7 

Common  Stock 

37,773,823 

12.4 

Corporate  Obligations 

191,136,543 

62.8 

Land  and  Building 

146,312 

0.1 

Montana  Mortgages 

41,419,624 

13.6 

Montana  Obligations 

577,435 

0.2 

U.S.  Government  Securities 

12,464,126 

4.1 

TOTAL  INVESTMENTS 

$     304,287,530 

100.0 

Fiscal 

82/83 

% 

Cost 

% 

Change 

2,778,133 

0.8 

(20.0) 

20,937,328 

5.9 

21.1 

45,772,013 

13.0 

21.2 

220,145,380 

62.3 

15.2 

141,001 

0.0 

(  3.6) 

41,220,069 

11.7 

(  0.5) 

447,359 

0.1 

(22.5) 

21,755,497 

6.2 

74.5 

353,196,780 

100.0 

16.1  % 
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TEACHERS'  RETIREMENT  SYSTEM  FUND 

Investment  income  advanced  18.7%  to  $25.8  million  while  assets  at  cost  increased  13.8%  to  $265.3  million.  The 
income  yield  reached  10.90%  in  1983  versus  a  return  of  10.23%  in  1982. 

Bond  assets  surged  47 . 1  %  on  a  total  rate  of  return  basis  (income  yield  plus  price  appreciation),  and  the  common 
stock  pool  ascended  59.9%  calculated  on  a  similar  basis.  See  pages  11,  20,  and  40  for  detailed  comparisons. 


ANALYSIS  OF  INVESTMENTS 


Fiscal 

81/82 

Fiscal 

82/83 

% 

Type: 

Cost 

% 

Cost 

% 

Change 

Bankers'  Acceptances 

$         4,951,732 

2.1 

$                       0 

0.0 

— 

Canadian  Obligations 

17,000,082 

7.3 

19,909,938 

7.5 

17.1 

Common  Stock 

33,753,697 

14.5 

38,752,626 

14.6 

14.8 

Corporate  Obligations 

124,587,453 

53.4 

149,770,068 

56.4 

20.2 

Land  and  Building 

1,573,537 

0.7 

1,518,896 

0.6 

(  3.5) 

Montana  Mortgages 

39,383,527 

16.9 

39,784,796 

15.0 

1.0 

U.S.  Government  Securities 

11,904,579 

5.1 

15,556,482 

5.9 

30.7 

TOTAL  INVESTMENTS 

$     233,154,607 

100.0 

$     265,292,806 

100.0 

13.8  °7o 
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TRUST  &  LEGACY  FUND 

Invested  solely  in  fixed  income  securities,  the  Trust  &  Legacy  Fund  advanced  42.3%  on  a  total  return  basis. 

Investment  income  climbed  21.0%  to  $16.1  million  and  assets  at  cost  increased  12.3%  to  $149.6  million.  An 
income  yield  of  12.10%  was  attained  versus  10.96%  the  previous  year. 


ANALYSIS  OF  INVESTMENTS 

Fiscal  81/82  Fiscal  82/83  % 

Type:                                                     Cost  %  Cost  %  Change 

Bankers' Acceptances                               $         3,165,521  2.3  $         3,168,715  2.1  0.1 

Canadian  Obligations                                        9,131,095  6.9  10,671,852  7.1  16.9 

Corporate  Obligations                                      101,754,919  76.4  111,541,603  74.6  9.6 

U.S.  Government  Securities                             19,155,352  14.4  24,202,443  16.2            26.3 

TOTAL  INVESTMENTS                          $      133,206,887  100.0  $      149,584,613  100-0  12.3  % 
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PERMANENT  COAL  TRUST  FUND 

The  Coal  Trust  soared  51 .3%  in  value  during  1983  on  a  total  return  basis.  Few  bond  funds  anywhere  surpassed 
this  return. 

Investment  income  surged  48.3%  to  $19.6  million  and  assets  at  cost  advanced  35.4%  to  $158.6  million.  The 
income  yield  reached  15.33%  compared  with  14.83%  last  year. 

After  June  30,  1983,  25%  of  principal  contributions  will  be  remitted  to  the  Economic  Development  Board  for 
in-state  investing.  Simultaneously,  15%  of  annual  income  will  be  reinvested  as  principal. 


ANALYSIS  OF  INVESTMENTS 


Fiscal 

81/82 

Fiscal 

82/83 

% 

Type: 

Cost 

% 

Cost 

% 

Change 

Canadian  Obligations 

$       10,478,286 

8.9 

$       13,223,722 

8.3 

26.2 

Corporate  Obligations 

86,013,315 

73.4 

111,428,602 

70.3 

29.5 

Montana  Certificates  of  Deposit 

0 

0.0 

100,000 

0.1 

— 

Montana  Mortgages 

0 

0.0 

676,896 

0.4 

— 

Short  Term  Investment  Pool 

11,942,620 

10.2 

17,883,953 

11.3 

49.7 

U.S.  Government  Securities 

8,711,575 

7.5 

15,266,002 

9.6 

75.2 

TOTAL  INVESTMENTS 

$      117,145,796 

100.0 

$      158,579,175 

100.0 

35.4  °7o 
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WORKERS'  COMPENSATION  FUND 

Investment  income  grew  1 1 .2%  to  $6.7  million  in  fiscal  1983.  Assets  at  cost  nudged  upward  by  6.8%  to  slightly 
over  $66  million.  The  income  yield  improved  by  60  basis  points  to  1 1 .07%. 
A  total  return  of  38.9%  was  achieved  as  exhibited  on  page  20. 


ANALYSIS  OF  INVESTMENTS 


Fiscal 

81/82 

Type: 

Cost 

% 

Bankers'  Acceptances 

$ 

0 

0.0 

Canadian  Obligations 

5,109,139 

8.3 

Corporate  Obligations 

49,372,573 

79.8 

Montana  Mortgages 

302,914 

0.5 

U.S.  Government  Securities 

7,057,872 

11.4 

TOTAL  INVESTMENTS 

$ 

61,842,498 

100.0 

Fiscal 

82/83 

% 

Cost 

% 

Change 

1,983,338 

3.0 

— 

5,926,062 

9.0 

16.0 

49,924,631 

75.6 

1.1 

275,784 

0.4 

(  9.0) 

7,928,175 

12.0 

12.3 

66,037,990 

100.0 

6.8  °Io 

EDUCATIONAL  TRUST  FUND 

Total  return  performance  was  45.7%  in  1983.  Investment  income  surged  36.7%  to  $6.4  million  while  assets 
advanced  16.7%  to  $50.8  million  at  cost.  The  income  yield  was  14.43%  in  1983  and  13.14%  in  1982. 

The  Educational  Trust  receives  ten  percent  of  coal  severance  taxes  and  ten  percent  of  annual  income  is  rein- 
vested each  year.  Ninety  percent  of  annual  income  is  remitted  to  the  public  schools  and  university  systems  in  the 

state. 


ANALYSIS  OF  INVESTMENTS 


Type: 

Canadian  Obligations 
Corporate  Obligations 
Montana  Certificates  of  Deposit 
Short  Term  Investment  Pool 
U.S.  Government  Securities 
TOTAL  INVESTMENTS 


Fiscal 

81/82 

Cost 

% 

1,244,937 

2.9 

38,528,505 

88.4 

0 

0.0 

1,460,465 

3.3 

2,342,319 

5.4 

43,576,226 

100.0 

Fiscal 

82/83 

% 

Cost 

% 

Change 

1,644,865 

3.2 

32.1 

44,454,821 

87.4 

15.4 

100,000 

0.2 

— 

1,356,578 

2.7 

(  7.1) 

3,287,227 

6.5 

40.3 

50,843,491 

100.0 

16.7  % 
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PERFORMANCE  COMPARISONS 


Annualized  Time- Weighted  Total  Rates  of  Return 


Annual 

Return 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

8  Years 

Year 

Year 

Year 

Year 

Year 

Year 

Year 

Year 

1976-83  % 

1976  % 

1977  °7o 

1978  <Vo 

1979  % 

1980  °7o 

1981  % 

1982  % 

1983  % 

14.4 

19.1 

4.0 

3.3 

14.7 

15.7 

22.1 

-11.3 

59.9 

N/A 

11.6 

2.3 

4.9 

15.9 

22.8 

29.3 

-  9.1 

74.0 

N/A 

8.1 

-  2.6 

2.3 

13.0 

17.2 

23.8 

-13.2 

66.0 

12.9 

14.0 

0.6 

0.1 

13.6 

17.4 

20.4 

-11.4 

61.2 

8.9 

19.0 

-  4.4 

-5.4 

9.2 

9.7 

19.2 

-11.3 

58.3 

Annual 

Return 

7  Years 

1977-83  % 

8.6 

15.1 

-  0.3 

7.5 

-   1.5 

-10.4 

12.3 

45.8 

N/A 

13.8 

2.6 

8.2 

6.1 

-  3.3 

13.4 

33.2 

N/A 

12.8 

1.5 

7.4 

3.5 

-  6.1 

11.7 

29.0 

8.3 

15.1 

0.4 

7.1 

-  1.0 

-  8.6 

11.9 

39.5 

7.0 

15.1 

-0.8 

7.2 

-  2.4 

-12.9 

8.6 

42.4 

8.8 

15.1 

0.0 

7.3 

-   1.7 

-10.6 

12.1 

48.3 

8.6 

14.4 

0.6 

7.0 

-   1.0 

-11.6 

12.2 

47.1 

8.5 

16.2 

-2.5 

7.9 

-  1.8 

-  7.7 

12.4 

42.3 

7.3 

13.9 

0.9 

7.9 

-   1.4 

-11.4 

9.1 

38.9 

N/A 

13.3 

51.3 

N/A 

15.1 

45.7 

COMMON  STOCK: 

MONTANA 

A.  G.  Becker  1st  Quartile* 

A.  G.  Becker  Median 

S&P500 

Dow  Jones  Industrial  Average 


BONDS: 

MONTANA  (total)**** 

A.  G.  Becker  1st  Quartile 

A.  G.  Becker  Median 

Lehman  Brothers  Kuhn-Loeb  Index** 

Salomon  Brothers  Index*** 

Public  Employees'  Retirement  Fund 
Teachers'  Retirement  Fund 
Trust  &  Legacy  Fund 
Workers'  Compensation  Fund 
Permanent  Coal  Trust  Fund 
Educational  Trust  Fund 

*The  A.  G.  Becker  sample  includes  over  3,000  managed  funds  throughout  the  country.  The  sample  is  ranked  by  performance  results.  For  example,  the  1st 
quartile  figures  are  the  minimum  return  generated  by  the  top  25  percent  of  the  sample;  said  differently,  75  percent  of  all  money  managers  surveyed  had  returns 
below  this  figure. 

**This  index  is  comprised  of  all  publicly  issued,  non-convertible,  domestic  debt  of  industrial,  utility,  and  financial  issuers.  Bonds  included  have  a  rating  of  at  least 
Baa  by  Moody's  or  BBB  by  Standard  &  Poor's.  In  the  case  of  bank  bonds,  minimum  rating  is  BBB  by  Fitch.  Debt  maturing  within  one  year  is  omitted.  The 
minimum  outstanding  par  value  is  $1,000,000.  Currently,  there  are  over  4,000  issues  included  in  the  index. 

***This  index  is  comprised  of  all  non-convertible  industrial  and  utility  bonds  which  were  originally  publicly  offered  with  a  maturity  of  1990  or  later,  a  Standard  & 
Poor's  quality  rating  of  AAA  or  AA,  and  an  outstanding  par  value  of  at  least  $25,000,000.  Currently,  there  are  858  issues  in  the  index. 

****Excludes  Permanent  Coal  and  Educational  Trust  Fund  prior  to  1982. 
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FINANCIAL  STATEMENTS 


AUDITOR'S  REPORT 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  statement  of  investments  managed  by  the  State 
of  Montana  Board  of  Investments  Montana  Short-Term  Investment  Pool 
as  of  June  30,  1983,  and  the  related  statements  of  investment  income  and 
distributions  and  changes  in  investments  managed  for  the  year  then 
ended.  Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  statments  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly  the  investments  managed  by  the  State  of  Montana  Board  of  Invest- 
ments Short-Term  Investment  Pool  as  of  June  30,  1983,  and  its  investment 
income  and  distributions  and  the  changes  in  its  investments  managed  for 
the  year  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  proceeding  year. 

Our  examinations  have  been  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The  portfolio 
information  as  of  June  30,  1983  (Supplement),  is  presented  for  purposes 
of  additional  analysis  and  is  not  a  required  part  of  the  basic  financial 
statements  and,  in  our  opinion,  is  fairly  stated  in  all  material  respects  in 
relation  to  the  basic  financial  statements  taken  as  a  whole. 


GIBLIN,  RIGGS  &  ASSOCIATES 


Colorado  Springs,  Colorado, 
September  20,  1983 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 


STATEMENT  OF  INVESTMENTS  MANAGED 
JUNE  30,  1983  and  1982 


1983  1982 


Cash 

Interest  receivable 

Investments  managed  at  current  value  (cost  of  $238,830,603  in 
1983  and  $224,026,993  in  1982)  (Note  2) 

TOTAL  ASSETS 

Accrued  expenses 

Value  of  units 
Income  due  participants 

Net  asset  value 

Units  outstanding 
Unit  value 


73,734 

$       26,831 

5,261,527 

6,406,799 

240,550,140 

217,576,038 

245,885,401 

224,009,668 

(23,091) 

(25,326) 

245,862,310 

223,984,342 

(2,086,737) 

(2,847,341) 

243,775,573 

$   221,137,001 

255,292 

245,941 

963.06 

$       910.72 

STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 


STATEMENT  OF  CHANGES  IN  INVESTMENTS  MANAGED 
FOR  THE  YEARS  ENDED  JUNE  30,  1983  and  1982 


1983  1982 


Net  asset  value,  beginning  of  year  $       221,137,001  $       200,041,604 
Value  of  units  purchased  by  participants                                                                           139,488,518  117,059,362 

Changes  in  current  value  of  investments  managed  13,510,603  (161,625) 

Value  of  units  sold  by  participants  (130,360,549)  (95,802,340) 

Net  asset  value,  end  of  year  $       243,775,573  $        221,137,001 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTIONS 
FOR  THE  YEARS  ENDED  JUNE  30,  1983  and  1982 


1983  1982 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 


Interest  income  $          26,447,371  $          30,188,114 

Administrative  expenses  (Note  2)                                                                                           (271,881)  (271,881) 

Net  Income                                                                                                                      26,175,490  29,916,233 

Income  purchased  by  participants                                                                                            4,504,340  4,845,220 

Income  due  participants,  beginning  of  year                                                                             2,847,341  2,508,775 

Income  available  for  distribution  $          33,527,171  $          37,270,228 

Income  distributed  on  units  sold  (Note  2)                                                                             3,749,859  3,568,465 

November  distribution  (Note  2)                                                                                              14,951,079  15,247,849 

May  distribution  (Note  2)                                                                                                   12,739,496  15,606,573 

Total  distributions  $          31,440,434  $          34,422,887 

Income  due  participants,  end  of  year  $           2,086,737  $           2,847,341 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

SHORT-TERM  INVESTMENT  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30, 1983 

1.  HISTORY  AND  ORGANIZATION: 

The  State  of  Montana  Board  of  Investments  (Board)  was  created  by  an  act  of  the  Legislature  to  invest  and 
manage  the  State  of  Montana's  investment  funds  on  a  centralized  basis.  The  Short-Term  Investment  Pool  (STIP) 
provides  a  short-term  investment  vehicle  to  participants  (state  and  local  governmental  units)  with  a  relatively  small 
amount  to  invest.  Investment  in  STIP  affords  the  participant  liquidity  and  a  return  on  their  investment.  The 
investments  and  the  income  of  STIP  are  owned  by  the  participants  as  they  purchase  units  and  are  managed  on  their 
behalf  by  the  Board. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 

Administrative  Expenses 

Administrative  expenses  incurred  by  the  Board  are  charged  to  STIP  daily  based  on  the  Board's  expenses 
applicable  to  STIP. 

Income  Distribution 

The  value  of  units  purchased  or  sold  includes  a  daily  computation  of  net  asset  value  and  income;  therefore, 
income  to  point  of  sale  is  included  in  proceeds  to  the  seller.  Cash  distributions  of  income  are  made  to  continuing 
participants  on  the  last  working  day  in  the  months  of  May  and  November.  The  amounts  shown  for  value  of  units 
purchased  and  sold  by  participants  are  net  of  income  purchased  and  income  sold,  respectively. 

Money  Max  System 

The  Board  utilizes  an  automated  system  (Money  Max)  for  Stip  accounting.  Money  Max  automatically  accrues 
investment  income  and  expenses,  computes  unit  values,  etc.,  on  an  individual  fund  basis.  Current  values  for 
investments  are  determined  by  Money  Max  through  direct  computer  access  from  a  New  York  securities  valuation 
firm.  Investments  are  presented  in  the  statements  of  investments  managed  at  current  value.  The  value  of  investments 
managed  is  adjusted  daily  for  changes  in  the  current  value. 

Securities  Lending 

The  Board  has  an  agreement  with  Manufacturers  Hanover  Trust  Company  (Manufacturers)  whereby  Manufac- 
turers would  loan  to  other  entities  securities  managed  by  the  Board.  During  the  period  the  securities  are  on  loan,  the 
Board  receives  a  fee  and  Manufacturers  must  maintain  collateral  equal  to  102%  of  the  market  value  of  the  securities 
loaned.  The  Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period.  Included  in  interest  income  in  the 
accompanying  financial  statements  is  $66,036  for  the  year  ended  June  30,  1983  and  $143, 130  for  the  year  ended  June 
30,  1982  of  income  from  securities  lending  activities.  At  June  30,  1983,  approximately  $5,216,613  and  at  June  30, 
1982  approximately  $8,685,307  of  securities  included  in  these  financial  statements  had  been  loaned  by  Manufac- 
turers to  other  entities. 
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AUDITOR'S  REPORT 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  statement  of  investments  managed  by  the  State 
of  Montana  Board  of  Investments  Montana  Common  Stock  Pool  as  of 
June  30,  1983,  and  the  related  statements  of  investment  income  and  distri- 
butions and  changes  in  investments  managed  for  the  year  then  ended.  Our 
examination  was  made  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly  the  investments  managed  by  the  State  of  Montana  Board  of  Invest- 
ments Montana  Common  Stock  Pool  as  of  June  30,  1983,  and  its  invest- 
ment income  and  distributions  and  the  changes  in  its  investments  managed 
for  the  year  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  proceeding  year. 

Our  examinations  have  been  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The  portfolio 
information  as  of  June  30,  1983  (Supplement),  and  the  schedule  of  invest- 
ment income  by  fund  (Schedule  C),  is  presented  for  purposes  of  additional 
analysis  and  is  not  a  required  part  of  the  basic  financial  statements.  Such 
information  has  been  subjected  to  the  auditing  procedures  applied  in  the 
examination  of  the  basic  financial  statements  and,  in  our  opinion,  is  fairly 
stated  in  all  material  respects  in  relation  to  the  basic  financial  statements 
taken  as  a  whole. 


GIBLIN,  RIGGS  &  ASSOCIATES 

Colorado  Springs,  Colorado, 
September  20,  1983 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COMMON  STOCK  POOL 


STATEMENT  OF  INVESTMENTS  MANAGED 
JUNE  30,  1983  and  1982 


1983  1982 


Cash 

Dividend  receivable 
Interest  receivable 

Investments  managed  at  current  value  (cost  of  $91,093,319 
in  1983  and  $74,937,646  in  1982) 

TOTAL  ASSETS 
Income  due  participants 
Net  asset  value 

Units  outstanding 
Unit  Value 


54,237 

475,381 

57,078 

$ 

45,009 

430,561 

4,612 

129,461,235 

77,835,626 

130,047,931 
(1,170) 
130,046,761 

$ 

78,315,808 

(2,951) 

78,312,857 

92,844 
1,400.70 

$ 

80,175 

976.77 

STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COMMON  STOCK  POOL 


STATEMENT  OF  CHANGES  IN  INVESTMENTS  MANAGED 
FOR  THE  YEARS  ENDED  JUNE  30,  1983  and  1982 


1983  1982 


Net  asset  value,  beginning  of  year  $         78,312,857 
Transfer  of  stock  at  market  and  cash  to  pool  (Note  2)  22,342 

Value  of  units  purchased  by  participants  (Note  2)  13,089,963 

Value  of  units  sold  by  participants  (Note  2)  (1,363) 

Changes  in  current  value  of  investments  managed  38,622,962 

Net  asset  value,  end  of  year  $        130,046,761 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 


67,903,851 
0 

22,135,688 

0 

(11,726,682) 

78,312,857 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COMMON  STOCK  POOL 


STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTIONS 
FOR  THE  YEARS  ENDED  JUNE  30,  1983  and  1982 


1983 


1982 


Interest  income 

Income  due  participants,  beginning  of  year 
Income  available  for  distribution 
Distribution  (Note  2) 

Income  due  participants,  end  of  year 


6,403,567 
2,951 
6,406,518 
(6,405,348) 

1,170 

$ 

$ 

5,136,948 
3,636 
5,140,584 
(5,137,633) 

2,951 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

MONTANA  COMMON  STOCK  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30, 1983 


1.  HISTORY  AND  ORGANIZATION: 

The  State  of  Montana  Board  of  Investments  (Board)  was  created  by  an  act  of  the  Legislature  to  invest  and 
manage  the  State  of  Montana's  investment  funds  on  a  centralized  basis.  The  Montana  Common  Stock  Pool  (Mont- 
Comp)  was  created  in  order  to  allow  smaller  retirement  funds  the  opportunity  to  participate  in  the  equity  market  via 
a  diversified  pool. 

Mont-Comp  was  created  as  of  July  1 ,  1980  by  the  transfer  from  all  other  funds  to  Mont-Comp  of  all  common 
stock  owned  by  the  Public  Employees'  Retirement  System  and  the  Teachers'  Retirement  System. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 

The  Public  Employees'  Retirement  System  and  the  Teachers'  Retirement  System  transferred  virtually  all  stock 
owned  into  Mont-Comp  at  the  start-up  date  and  were  issued  units  according  to  the  market  value  of  their  contribu- 
tion, retaining  their  original  total  cost  basis. 

The  initial  unit  value  as  of  July  1,  1980  was  $1,000.  Unit  values  thereafter  are  calculated  once  a  month  at  the 
close  of  the  last  business  day  of  the  month  based  upon  the  market  value  of  the  Mont-Comp  equity  holdings  and  other 
assets.  Participants  may  only  buy  or  sell  units  on  the  first  business  day  of  each  month. 

Mont-Comp  distributes  to  each  participant  investment  income  on  the  last  business  day  of  each  month.  This 
distribution  is  based  on  the  full  accrual  basis  so  that  all  dividends  and  interest  accrued  during  the  month  are  returned 
to  the  participants  based  on  the  number  of  their  units  outstanding. 

3.  SECURITIES  LENDING: 

The  Board  has  an  agreement  with  Manufacturers  Hanover  Trust  Company  (Manufacturers)  whereby  Manufac- 
turers would  loan  to  other  entities  securities  managed  by  the  Board.  During  the  period  the  securities  are  on  loan,  the 
Board  receives  a  fee  and  Manufacturers  must  maintain  collateral  equal  to  102%  of  the  market  value  of  the  securities 
loaned.  The  Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period.  Included  in  interest  income  in  the 
accompanying  financial  statements  $59,682  for  the  year  ended  June  30,  1983  and  $38,201  for  the  year  ended  June  30, 
1982  of  income  from  securities  lending  activities.  At  June  30,  1983,  approximately  $79,633  and  at  June  30,  1982 
approximately  $225,000  of  securities  included  in  these  financial  statements  had  been  loaned  by  Manufacturers  to 
other  entities. 
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AUDITOR'S  REPORT 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  statements  of  investments  managed  by  the 
State  of  Montana  Board  of  Investments  All  Other  Funds  as  of  June  30, 
1983  and  1982,  and  the  related  statements  of  investment  income  and 
changes  in  investments  managed  for  the  years  then  ended.  Our  examina- 
tions were  made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary  in  the  circum- 
stances. 

The  State  of  Montana  Board  of  Investments  All  Other  Funds  follows 
the  practice  of  deferring  losses  incurred  on  bond  swaps  and  amortizing 
those  losses  over  future  periods.  (See  Note  2  to  the  financial  statements). 
In  our  opinion,  generally  accepted  accounting  principles  require  that  bond 
swap  losses  be  recognized  in  the  year  incurred  for  all  agencies,  except  for 
Public  Retirement  Systems  where  it  is  acceptable  to  defer  losses  on  bond 
swaps. 


In  our  opinion,  except  for  the  effect  upon  the  1983  and  1982  financial 
statements  of  deferring  losses  on  bond  swaps  as  discussed  in  the  preceed- 
ing  paragraph,  the  financial  statements  referred  to  above  present  fairly  the 
investments  managed  by  the  State  of  Montana  Board  of  Investments  All 
Other  Funds  as  of  June  30,  1983  and  1982,  and  its  investment  income  and 
the  change  in  its  investments  managed  for  the  years  then  ended,  in  con- 
formity with  generally  accepted  accounting  principles  applied  on  a  consis- 
tent basis. 

Our  examiniations  have  been  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The  portfolio 
information  as  of  June  30,  1983  (Supplement),  and  the  schedule  of  invest- 
ment income  by  fund  (Schedule  C),  are  presented  for  purposes  of  addi- 
tional analysis  and  is  not  a  required  part  of  the  basic  financial  statements. 
Such  information  has  been  subjected  to  the  auditing  procedures  applied  in 
the  examination  of  the  basic  financial  statements  and,  in  our  opinion,  is 
fairly  stated  in  all  material  respects  in  relation  to  the  basic  financial  state- 
ments taken  as  a  whole. 


GIBLIN,  RIGGS  &  ASSOCIATES 
Certified  Public  Accountants 


Colorado  Springs,  Colorado, 
September  20,  1983 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 


STATEMENT  OF  INVESTMENTS  MANAGED 
JUNE  30,  1983  and  1982 


1983  1982 


Investments  managed  at  book  value  (current  value  of 

$1,193,337,921  in  1983  and  $891,620,380  in  1982)  (Note  2)  $     \,2\1,21^1  $     ^J^TS 

Dividends  and  interest  receivable                                                                                            ,!':],'m  A->'»Q?'irv; 

Net  unamortized  deferred  losses  on  bond  swaps  (Note  2)                                                     39 ,242,890  42,892, 106 

Interest  purchased  receivable  '       '  ! 

A  $     1288  647,362  $     1,141,445,487 

Total  investments  managed  J     1,Z00'OH/'  —  = 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 


STATEMENT  OF  INVESTMENTS  INCOME 
FOR  THE  YEARS  ENDED  JUNE  30,  1983  and  1982 


1983  1982 


INCOME: 
Interest  income 
Dividend  income 

Realized  gain  on  sale  of  investments 
Rental  income 


EXPENSES: 
Administrative  expenses 
Net  amortization  of  deferred  losses  on  bond  swaps  (Note  2) 

Net  investment  income 


132,728,460 

5,162 

2,692,968 

36,446 

135,463,036 

$ 
$ 

123,602,095 

5,205 

127,700 

36,255 

123,771,255 

(403,432) 

(3,515,472) 

(3,918,904) 

131,544,132 

$ 

$ 

(358,276) 
(2,789,316) 
(3,147,592) 
120,623,663 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 


STATEMENT  OF  CHANGES  IN  INVESTMENTS  MANAGED 
JUNE  30,  1983  and  1982 

1983  1982 


TOTAL  INVESTMENTS  MANAGED, 

BEGINNING  OF  YEAR  $     1,141,445,487  $       948,668,208 

Net  investment  income  $        131,544,132  $        120,623,663 

Income  remitted  to  agencies  (128,284,387)  (114,735,048) 

Increase  in  dividends  and 

interest  receivable  3,259,745  5,888,615 

Interest  purchased  during  the  year  4,649,974  3,781,245 

Collection  of  interest  purchased 
during  the  year  (4,560,908)  (4,070,806) 

Increase  (decrease)  in 
interest  purchased  receivable  89,066  (289,561) 

Net  bond  swap  gains/losses  incurred 

during  the  year  (133,742)  21,158,182 

Net  amortization  of  deferred 
bond  swap  losses  (3,515,472)  (2,789,316) 

Increase  (decrease)  in  net 
unamortized  deferred  gains/losses 

on  bond  swaps  (3,649,214)  18,368,866 

Increase  in  book  value  of  invest- 
ments due  to  net  amortization  of 

discounts  and  premiums  3,498,606  2,762,938 

Investments  purchased  12,867,080,439  18,076,642,909 

Investments  sold  and  matured  (12,723,076,767)  (17,910,596,488) 

Increase  in  book  value  of 
investments  purchased  144,003,672  166,046,421 

TOTAL  INVESTMENT  MANAGED, 

END  OF  YEAR  $    1,288,647,362  $     1,141,445,487 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

ALL  OTHER  FUNDS 

NOTES  TO  FINANCIAL  STATEMENTS 

JUNE  30, 1983 

1.  HISTORY  AND  ORGANIZATION: 

The  State  of  Montana  Board  of  Investments  (the  Board)  was  created  by  an  act  of  the  Legislature  to  invest  and 
manage  the  State  of  Montana's  investment  funds  on  a  centralized  basis.  The  investments  and  the  income  therefrom 
are  owned  by  various  State  of  Montana  agency  funds  and  managed  on  their  behalf  by  the  Board. 

2.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 
Investments 

Investments,  except  mortgages,  are  presented  in  the  statement  of  investments  managed  at  book  value  (original 
cost  adjusted  for'discount  and  premium  amortization  where  applicable).  Mortgages  are  presented  in  the  statement 
of  investments  managed  at  par  value.  Mortgage  discounts  are  recorded  in  the  accounting  records  of  the  applicable 
administering  agencies.  Current  values  for  publicly  traded  securities  are  determined  primarily  by  reference  to  market 
prices  supplied  to  the  Board  by  various  brokerage  houses.  Unrealized  market  loss  on  investments  managed  de- 
creased by  $154,293,917  in  1983  and  decreased  by  $3,513,545  in  1982.  The  investments  managed  relate  principally  to 
investments  which  will  be  held  to  maturity  or  otherwise  disposed  of  at  no  significant  loss  to  the  fund. 

Premium  and  discounts  are  amortized  using  the  straight-line  method  over  the  life  of  the  securities.  An  average 
life  of  eight  years  is  used  for  amortization  of  mortgage  discounts. 

Bond  Swaps 

Bond  swaps  involve  trading  one  security  for  another  security  having  the  same  par  value  for  the  purpose  of 
enhancing  portfolio  content  and/or  yield.  The  Board  defers  gains  and  losses  resulting  from  bond  swaps  and 
amortizes  such  gains  and  losses  over  the  shorter  of  either  the  remaining  life  of  the  bonds  sold  or  the  replacement 
bonds  purchased.  As  shown  in  the  accompanying  financial  statements  the  accumulated  net  unamortized  deferred 
losses  on  bond  swaps  as  of  June  30,  1 983  and  1 982  and  the  net  amortization  of  the  deferred  losses  on  bond  swaps  for 
the  years  then  ended  were  as  follows: 
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Accumulated  net  unamortized  losses  on  bond  swaps: 
Agencies  other  than  Public  Retirement  Systems 
Public  Retirement  Systems 
Total 


Net  amortization  of  deferred  losses  on  bond  swaps: 
Agencies  other  than  Public  Retirement  Systems 
Public  Retirement  Systems 
Total 


June  30,  1983 

June  30, 1982 

15,142,406 
24,100,484 

$    16,171,930 
26,720,176 

39,242,890 

$    42,892,106 

For  the  Year  Ended 

June  30,  1983 

June  30, 1982 

1,513,670 
2,001,802 

$     1,179,717 
1,609,599 

3,515,472 

$     2,789,316 

3.  INVESTMENTS  NOT  UNDER  DIRECT  CONTROL 

Land  and  buildings,  the  cost  of  which  are  also  included  in  investments  managed  in  the  accompanying  financial 
statements,  are  not  under  direct  control  of  the  Board.  The  agencies  administering  these  assets  maintain  control  and 
provide  the  Board  with  the  necessary  financial  information.  Rental  income  from  these  buildings  is  included  in  the 
statements  of  investment  income;  however,  occupancy  and  depreciation  charges  relating  to  the  buildings  are  not 
material  and  have  not  been  included  in  the  statements  of  investment  income. 

The  book  value  of  land  and  buildings  included  in  investments  managed  in  the  accompanying  financial  state- 
ments was  $283,347  at  June  30,  1983  and  $292,621  at  June  30,  1982. 

4.  SECURITIES  LENDING 

The  Board  has  an  agreement  with  Manufactureres  Hanover  Trust  Company  (Manufacturers)  whereby  Manu- 
facturers would  loan  to  other  entities  securities  managed  by  the  Board.  During  the  period  the  securities  are  on  loan, 
the  Board  receives  a  fee  and  Manufacturers  must  maintain  collateral  equal  to  102%  of  the  market  value  of  the 
securities  loaned.  The  Board  retains  all  rights  and  risks  of  ownership  during  the  loan  period.  Included  in  interest 
income  in  the  accompanying  financial  statements  is  $233,304  for  the  year  ended  June  30,  1983  and  $275,402  for  the 
year  ended  June  30,  1982  of  income  from  securities  lending  activities.  At  June  30,  1983  approximately  $4,300,000 
and  at  June  30,  1982  approximately  $9,400,000  of  securities  included  in  these  financial  statements  had  been  leased  by 
Manufacturers  to  other  entities. 
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SCHEDULE  A 
SOURCE  OF  INVESTMENTS 
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Other  Retirement  Funds: 

Statewide  Police  Reserve  Fund 
Sheriffs'  Retirement  Fund 
Highway  Patrol  Retirement  Fund 
Firefighters'  Unified  Retirement  System  Fund 
Montana  Judges'  Retirement  Fund 
Game  Wardens'  Retirement  Fund 

TOTAL 

Long  Range  Building  Funds: 

Series  1981  Building  Fund 

Capitol  Renovation  Fund 

Long  Range  Building  Fund 

Workers'  Compensation  Building  Fund 

Job  Service  Building  Fund 

TOTAL 

Various  University  Funds: 

University  of  Montana 
Montana  State  University 
Montana  Tech 
Eastern  Montana  College 
Northern  Montana  College 
Western  Montana  College 

TOTAL 

Long  Range  Building  Sinking  Funds: 

1981  Series  Sinking  Fund 
1980  Series  Sinking  Fund 
Long  Range  Building  Sinking  Fund 

TOTAL 


Other  Funds: 

Highway  Revenue  Bond  Proceeds  Fund 

Highway  Revenue  Bond  Debt  Service  Fund 

Coal  Tax-Park  Acquisition  Fund 

Agency  Insurance  Fund 

Local  Impact  Fund 

Group  Benefits  Fund 

Social  Security  Fund 

Hail  Insurance  Fund 

Volunteer  Firemens'  Fund 

Subsequent  Injury  Fund 

Livestock-Inspection  &  Control  Fund 


1981-1982 

9,057,772 
7,959,222 
8,006,900 

7,727,581 
3,654,334 
3,535,297 


1981-1982 

24,360,796 
5,179,272 
4,534,473 
4,026,758 
1,084,627 


1981-1982 


1981-1982 

6,068,549 

1,846,872 

999,970 


1981-1982 


1982-1983 

11,456,937 
10,152,948 
9,415,395 
9,292,595 
4,440,312 
4,207,615 


$     39,941,106         $    48,965,802 


1982-1983 

17,619,988 
5,480,862 
3,044,306 
2,579,515 
1,114,007 


$     39,185,926         $     29,838,678 


1982-1983 


$     13,019,354         $     13,674,219 


1982-1983 

6,429,045 
1,850,597 
1,129,266 


$      8,915,391         $      9,408,908 


1982-1983 


-0- 

$  49,966,330 

-0- 

13,109,966 

7,479,814 

9,481,361 

8,740,636 

8,153,731 

1,631,199 

7,229,865 

4,966,030 

6,992,611 

2,647,995 

5,648,099 

3,543,161 

3,547,637 

2,669,446 

2,996,554 

2,219,242 

2,383,867 

1,701,556 

1,647,688 

Land  &  Resource  Development  Fund 

Guaranteed  Student  Loan  Reserve  Fund 

Woodville  Highway  Replacement  Fund 

Crime  Victims'  Compensation  Fund 

Highway  Complex  Sinking  Fund 

Wheat  Research  &  Marketing  Fund 

Board  of  Oil  &  Gas  Fund 

Livestock-Animal  Health  Emergency  Fund 

Livestock-Animal  Health  ERA  Fund 

Flood  Insurance  Fund 

Uninsured  Employers  Fund 

Operating  Reserve  Fund 

Agriculture-Commercial  Fertilizer  Fund 

Montana  Rural  Rehabilitation  Fund 

Foster  Children  Fund 

Agriculture-Commercial  Feed  ERA  Fund 

Water  &  Waste  Water  Operators'  Fund 

Eugene  W.  Price  Scholarship  Fund 

Agriculture-Grain  Services  Fund 

Moderate  Rehabilitation  Operating  Reserve  Fund 

Joseph  Homan  Fellowship  Fund 

Donable  Property  Fund 


3,421,803 

$   5,039,972 

TOTAL 

6,386,306 

5,038,659 

1,627,068 

1,932,712 

Other  STIP*: 

1,241,870 

1,248,088 

258,246 

386,755 

County  Fundi 

84,061 

28,033 

City  Funds 

1,418,460 

1,408,468 

655,719 

1,027,255 

1,708,386 

986,486 

585,032 

767,334 

598,339 

629,166 

361,100 

556,259 

792,079 

479,794 

94,895 

384,206 

607,466 

364,744 

249,172 

249,172 

252,925 

178,528 

-0- 

149,894 

117,679 

117,679 

98,381 

56,574 

50,724 

43,622 

43,373 

43,374 

21,506 

19,901 

13,186 

13,186 

84,282 

9,140 

-0- 

4,659 

5,903 

3,697 

82,266 

-0- 

53,439,952 

$  118,650,847 

1981-1982 

1982-1983 

I   4,418,689 

$   4,506,045 

711,530 

593,495 

44,774 

58,050 

27,255 

30,213 

9,157 

9,157 

S   5,211,405 

$   5,196,960 

Police  Funds 

Fire  Department  Relief  Associations 

School  Funds 

TOTAL 

♦County  and  city  funds  not  under  the  control  of  the  State  of  Montana 

SCHEDULE B 
TYPE  OF  INVESTMENTS 

OTHER:  1981-1982 

Statewide  Police  Reserve  Fund: 

City  of  Havre  City  Hall  Bonds  $  50,000 

PERS: 

ESC  Building  Revenue  Bond 
Building  and  Land 

TRS: 

Building  and  Land 
SRS  Building 

TOTAL 


1982-1983 


50,000 


577,435 
146,312 

447,359 
141,001 

146,309 

1,427,228 

142,346 
1,376,550 

2,347,284 

$   2,157,256 

SCHEDULE C 
INVESTMENT  INCOME  1982-83  FISCAL  YEAR 


Public  Employees'  Retirement  System  Fund    $ 

Treasurers'  Fund 

Teachers'  Retirement  System  Fund 

Permanent  Coal  Trust  Fund 

Trust  &  Legacy  Fund 

Workers'  Compensation  Fund 

Educational  Trust  Fund 

Resource  Indemnity  Fund 

Series  1981  Fund 

Common  School  Interest  &  Income  Fund 

Statewide  Police  Reserve  Fund 

Sheriffs'  Retirement  Fund 

Firefighters  Unified  Retirement  Fund 

Coal  Tax-Park  Acquisition  Fund 

Agency  Insurance  Fund 

Highway  Patrol  Retirement  Fund 

Social  Security  Fund 

1981  Series  Sinking  Fund 

Montana  State  University 

Capitol  Renovation  Fund 

Local  Impact  Fund 

Group  Benefits  Fund 

Workers'  Compensation  Building  Fund 

Other  STIP 

University  of  Montana 

Montana  Judges'  Retirement  Fund 

Game  Wardens'  Retirement  Fund 

Hail  Insurance  Fund 

Volunteer  Firemens'  Fund 

Long  Range  Building  Fund 

Subsequent  Injury  Fund 

1980  Series  Sinking  Fund 

Montana  Tech 

Livestock  Commission-Inspection  &  Control 

Fund 
Lands  &  Resource  Development  Fund 
Job  Service  Building  Fund 
Livestock  Commission-Animal  Health 

Emergency  Fund 


CASH 

30,679,939 

15,594,068 

22,126,960 

16,122,228 

15,627,202 

6,552,455 

5,666,897 

3,588,396 

2,524,269 

2,168,863 

1,146,358 

870,570 

609,065 

116 

784,317 
819,466 
767,092 

32,287 
452,214 


286,560 

195 

364,856 

356,149 

88,135 

291,014 

236,891 

242,350 

14,201 


CURRENT 
AMORTI- 
ZATION 


NET 

DEFERRED 

GAIN  OR 

(LOSS) 


905,956      $     (1,040,356)     $ 


799,106 

272,289 

834,574 

353,170 

92,278 

52,573 

70,038 

753 

16,719 

16,354 

10,921 


20,353 
104 


16 
(683) 


(775) 

35 
6,264 
9,993 

39 
14,590 

18,497 

3,724 
354 


(899,443) 

(49,259) 

(950,211) 

(419,283) 

(39,834) 

(30,646) 


(12,336) 
(15,492) 

228 


(16,217) 


(4,780) 
(13,406) 

(7,240) 

(17,197) 


STIP 
INCOME 

14,322,715 
2,237,701 


412,435 

239,533 

,137,505 

632,739 

35,188 

95,187 

298,286 

950,793 

950,833 

37,557 


776,193 

303,432 

770,040 

666,081 

305,495 

555,454 

465,713 

29,428 

23,059 

284,041 

18,366 

305,351 

7,907 

204,948 

206,388 
154,730 
135,884 

100,900 


MONT-COMP 
INCOME 

$         3,330,731 
2,900,343 


19,915 
39,053 


45,621 


22,810 
13,347 


MODIFIED 
INCOME 

33,876,270 

29,916,783 

24,926,966 

18,582,959 

15,511,565 

6,486,342 

6,131,776 

3,849,856 

3,731,812 

2,802,355 

1,205,844 

1,005,672 

918,500 

950,793 

950,949 

871,631 

819,570 

767,092 

808,496 

754,963 

770,040 

666,081 

591,280 

555,454 

465,943 

418,578 

389,142 

372,215 

316,730 

305,351 

246,098 

246,074 

219,503 

206,388 
154,730 
135,884 

100,900 


ACCRUED 
INCOME 

1,082,670 
(1,439,737) 
845,057 
1,044,033 
625,024 
222,580 
221,854 
171,172 
(361,164) 
(78,003) 
82,541 
63,172 
140,881 
(9,568) 
(17,448) 
34,737 
618 
22,947 
(31,183) 
(14,452) 
(74,207) 
4,654 
(51,161) 
(17,257) 
4,645 
13,981 
16,614 
(27,180) 
9,241 
(26,608) 
15,268 

(2,754) 

(6,493) 

(4,824) 
(3,470) 

2,110 


NET 
INCOME 

34,958,940 

28,477,046 

25,772,023 

19,626,992 

16,136,589 

6,708,922 

6,353,630 

4,021,028 

3,370,648 

2,724,352 

1,288,385 

1,068,844 

1,059,381 

941,225 

933,501 

906,368 

820,188 

790,039 

777,313 

740,511 

695,833 

670,735 

540,119 

538,197 

470,588 

432,559 

405,756 

345,035 

325,971 

278,743 

261,366 

246,074 

216,749 

199,895 
149,906 
132,414 

103,010 
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CASH 


NET 
CURRENT         DEFERRED 
AMORTI-  GAIN  OR 

ZATION  (LOSS) 


Eastern  Montana  College 

Long  Range  Building  Sinking  Fund 

Guaranteed  Student  Loan  Fund 

Woodville  Highway  Replacement  Fund 

Crime  Victims'  Compensation  Fund 

Northern  Montana  College 

Board  of  Oil  &  Gas  Fund 

Highway  Building  Complex  Sinking  Fund 

Wheat  Research  &  Marketing  Fund 

Uninsured  Employers  Fund 

Flood  Insurance  Fund 

Deaf  &  Blind  Bequest  Fund 

William  Murphy  Fund 

Operating  Reserve  Fund 

Western  Montana  College 

Agriculture — Commercial  Fertilizer  Fund 

Highway  Revenue  Bond  Proceeds  Fund 

Montana  Rural  Rehabilitation  Fund 

Potter  Trust  Fund 

Agriculture— Commercial  Feed  ERA  Fund 

Foster  Children  Fund 

TRS— Minnie  Fullam  Fund 

Dixon  Endowment  Fund 

Highway  Revenue  Bond  Debt  Service  Fund 

Bradley  Trust  Fund 

Teakle  Trust  Fund 

Water  &  Waste  Water  Operators'  Fund 

Livestock— Stock  Estray  Fund 

Agriculture— Grain  Services  Fund 

Eugene  W.  Price  Scholarship  Fund 

General  Trust  Fund 

Joseph  Homan  Fellowship  Fund 

Merritt  Wheeler  Memorial  Fund 

Moderate  Rehabilitation  Operating  Reserve 

Fund 
Caras  Endowed  Scholarship  Fund 
Donable  Property  Fund 
Livestock  Commission-Animal  Health  ERA 

Fund 
TOTAL 


38 


79,573      $  — 

85,420  149 


50,624 


65,221 


196 
1,153 


80 


884 


142 


(16) 


(8) 
3,816 


2,160 


110 


STIP 

MONT-COMP 

MODIFIED 

ACCRUED 

NET 

INCOME 

INCOME 

INCOME 

INCOME 

INCOME 

43,942 

$                  - 

S            123,515 

$             (22,975)     $ 

100,540 

— 

— 

85,569 

11,888 

97,457 

85,853 

— 

85,853 

337 

86,190 

93,053 

— 

93,053 

(11,107) 

81,946 

15,410 

— 

66,114 

10,136 

76,250 

74,029 

— 

74,029 

(1,127) 

72,902 

73,308 

— 

73,308 

(5,727) 

67,581 

— 

— 

66,105 

582 

66,687 

47,027 

— 

47,027 

352 

47,379 

36,202 

— 

36,202 

(1,228) 

34,974 

26,776 

— 

26,776 

(816) 

25,960 

17,738 

3,460 

21,394 

(33) 

21,361 

2,076 

18,079 

21,308 

(69) 

21,239 

17,126 

— 

17,126 

1,281 

18,407 

14,263 

— 

14,263 

(786) 

13,477 

13,443 

— 

13,443 

(410) 

13,033 

— 

— 

142 

10,923 

11,065 

7,781 

— 

7,781 

(717) 

7,064 

2,827 

2,754 

5,565 

(211) 

5,354 

5,137 

— 

5,137 

(157) 

4,980 

5,069 

— 

5,069 

(222) 

4,847 

2,757 

1,412 

4,161 

(44) 

4,117 

— 

— 

3,816 

— 

3,816 

— 

— 

110 

3,376 

3,486 

— 

3,435 

3,435 

1 

3,436 

— 

3,010 

3,010 

1 

3,011 

2,425 

— 

2,425 

(66) 

2,359 

— 

— 

2,160 

— 

2,160 

2,728 

— 

2,728 

(862) 

1,866 

1,421 

— 

1,421 

(43) 

1,378 

— 

974 

974 

— 

974 

802 

— 

802 

(36) 

766 

— 

333 

333 

— 

333 

292 

_ 

292 

37 

329 

— 

71 

71 

— 

71 

178 

— 

178 

(922) 

(744) 



_ 



(4,142) 

(4,142) 

$      128,301,252      S      3,498,607      $     (3,515,472)     $     27,255,545 


$         6,405,348      $      161,945,280      $         2,445,504      $      164,390,784 


SCHEDULED 

SUMMARY  OF  BOND  SWAPS 

FOR  FISCAL  YEAR  1982-83 


FUND: 

Public  Employees'  Retirement  System  Fund 

Teachers'  Retirement  System  Fund 

Permanent  Coal  Trust  Fund 

Trust  &  Legacy  Fund 

Workers'  Compensation  Fund 

Educational  Trust  Fund 

Resource  Indemnity  Fund 

Highway  Patrol  Retirement  Fund 

Sheriffs'  Retirement  Fund 

Statewide  Police  Reserve  Fund 

Game  Wardens'  Retirement  Fund 

Firefighters'  Unified  Retirement  System  Fund 

Montana  Judges'  Retirement  Fund 

Subsequent  Injury  Fund 

TOTAL 


(1)  If  the  completed  transaction  method  was  used  for  gains  and  losses  on  bond  swaps. 

(2)  Based  on  the  deferral  method  of  accounting  for  gains  and  losses  on  bond  swaps. 


PAR 

PAR 

REALIZED 

DEFERRED 

SOLD 

ACQUIRED 

GAIN 

or  (LOSS) 

GAIN 

or  (LOSS) 

34,526,782 

$       34,526,782 

$ 

90,061 

$ 

(25,360) 

22,674,000 

22,674,000 

365,775 

(19,622) 

16,624,311 

16,624,311 

1,216,429 

7,165 

14,064,156 

14,064,156 

(159,430) 

(29,990) 

8,400,000 

8,400,000 

(971,820) 

(24,974) 

5,000,000 

5,000,000 

(321,312) 

(12,532) 

4,000,000 

4,000,000 

(276,226) 

(11,700) 

1,265,000 

1,265,000 

(33,459) 

(1,974) 

1 ,050,000 

1,050,000 

64,724 

521 

800,000 

800,000 

62,774 

316 

735,000 

735,000 

(19,944) 

(1,018) 

600,000 

600,000 

72,952 

228 

520,000 

520,000 

15,005 

(313) 

200,000 

200,000 
$      110,459,249 

$ 

28,213 
133,742(1) 

880 

110,459,249 

$ 

(1 18,373)(2) 

SCHEDULE E 

UNAMORTIZED  DEFERRED 

GAINS  or  (LOSSES)  ON  BOND  SWAPS 

As  of  June  30, 1983 


FUND: 

Public  Employee's  Retirement  System  Fund 

Teachers'  Retirement  System  Fund 

Trust  &  Legacy  Fund 

Workers'  Compensation  Fund 

Educational  Trust  Fund 

Resource  Indemnity  Fund 

Highway  Patrol  Retirement  Fund 

Sheriffs'  Retirement  Fund 

Subsequent  Injury  Fund 

Statewide  Police  Reserve  Fund 

Game  Wardens'  Retirement  Fund 

Montana  Judges'  Retirement  Fund 

Volunteer  Firemens'  Fund 

Firefighters  Unified  Retirement  System  Fund 

Permanent  Coal  Trust  Fund 

TOTAL 


BALANCE 

$  (13,303,179) 

(9,956,069) 

(7,944,277) 

(5,671,912) 

(824,015) 

(548,407) 

(272,870) 

(236,516) 

(222,256) 

(195,894) 

(144,477) 

(64,202) 

(51,414) 

72,723 

119,875 

$  (39,242,890) 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
GENERAL  FOOTNOTES 


Income  Yield 

The  yields  for  the  Treasurer's  Fund  and  STIP  are  calculated  by  determining  the  daily  average  invested  balances 
and  dividing  this  into  net  income  for  the  fiscal  year.  All  other  portfolio  yields  are  calculated  as  follows:  two  times  net 
income  divided  by  the  beginning  and  ending  asset  balances  less  net  income. 


INVESTMENT  INCOME  YIELD  SUMMARY 


All  Funds 

Treasurer's  Fund 

Short-Term  Investment  Pool 

Public  Employees'  Retirement  System  Fund 

Teachers'  Retirement  System  Fund 

Trust  &  Legacy  Fund 

Workers'  Compensation  Fund 

Highway  Patrol  Retirement  Fund 

Judges'  Retirement  Fund 

Game  Wardens'  Retirement  Fund 

Sheriffs'  Retirement  Fund 

Statewide  Police  Reserve  Fund 

Resource  Indemnity  Fund 

Educational  Trust  Fund 

Permanent  Coal  Trust  Fund 


FISCAL  YEAR 

FISCAL  YEAR 

FISCAL  YEAR 

FISCAL  YEAR 

1980 

1981 

1982 

1983 

9.43% 

10.89% 

12.90% 

11.86% 

10.51% 

12.05% 

13.57% 

10.29% 

10.23% 

11.95% 

13.78% 

11.27% 

8.78% 

9.56% 

10.55% 

11.23% 

8.53% 

9.34% 

10.23% 

10.90% 

8.27% 

9.72% 

10.96% 

12.10% 

8.99% 

9.32% 

10.47% 

11.07% 

8.86% 

9.57% 

10.51% 

10.98% 

8.68% 

9.45% 

10.90% 

11.29% 

8.19% 

9.04% 

10.32% 

11.06% 

9.29% 

10.23% 

11.77% 

12.54% 

9.19% 

10.22% 

12.39% 

13.40% 

9.04% 

10.05% 

11.03% 

13.50% 

9.74% 

11.67% 

13.14% 

14.43% 

9.66% 

12.02% 

14.83% 

15.33% 

Total  Investments 

The  total  Short-Term  Investment  Pool  and  the  Montana  Common  Stock  Pool  investments  as  included  in  the 
graphs,  Type  of  Investments  and  Total  Investments  at  Book  Value,  differs  from  the  STIP  and  Montcomp  invest- 
ments as  included  in  the  graph  Source  of  Investments  by  the  net  amount  of  $6,034,764.  The  difference  is  because  the 
first  two  graphs  show  the  original  cost  of  the  investments  owned  while  the  latter  graph  shows  the  participants  cost  of 
the  units  purchased  within  the  two  pools.  A  units  worth  is  based  on  the  market  value  of  the  investments. 
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500  copies  of  this  public  document  were  published  at  an  esti- 
mated cost  of  $1.69  per  copy,  for  a  total  cost  of  $845.00,  which 
includes  $845.00  for  printing  and  $.00  for  distribution. 


